lopitaso 
y Lai lV 
LeichVy 
KA és 
ane be Aoers 


1 
an 


SS 


is = : 
“is Dims 
Rae h 


W/ HIGHLIGHTS 


(Values expressed in U.S. dollars) 


2004 2003 2002 2001 2000 

Operating results ($ million except e.p.s.) 

Sales 395.1 363:3 312.4 293.9 286.0 

Earnings from operations (EBIT) (1) 44.0 50.1 48.1 oa 30.6 

EBITDA (2) 63.0 67.6 62:2 44.8 43.4 

Net earnings (1) 26.0 29.7 27.9 16.9 18.0 

Net earnings per share (1) 4.01 4.57 4.29 2.60 24% 
Investments and assets ($ million) 

Investments in property, plant and equipment 44.8 ZO 13.0 33:0 30.3 

Business acquisition - - 26.4 - - 

Total assets 367.6 307.8 261.9 241.9 219.6 
Financial position 

Total debt to equity (3) 21.3% 27.6% 37.8% 52.5% 58.9% 

Net return on opening equity (1) 13.8% 20.6% 23.7% 15.5% 18.3% 

Return on opening invested capital (1)(4) 15.6% ZN PENG 16.5% 18.3% 


Net Earnings (1): Ten-year compound average growth rate ("CAGR") 12.1% 
$ U.S. million 


30 


1994 1995 1996 soar 1998 1999 2000 2001 2002 = 2003 


(1) Comparative amounts have been restated for goodwill amortization to conform to the current year’s presentation. : 

(2) EBITDA (earnings before interest, tax, depreciation and amortization) is not a recognized measure under Canadian GAAP. 
Management believes that in addition to net earnings, EBITDA is a useful supplemental measure as it provides investors with an 
indication of cash available for distribution prior to debt service, capital expenditures and income taxes. Investors should be 
cautioned, however, that EBITDA should not be construed as an alternative to net earnings determined in accordance with GAAP as 
an indicator of the Company’s performance. The Company’s method of calculating EBITDA may differ from other companies, and, 
accordingly, EBITDA may not be comparable to measures used by other companies. 

(3) Total debt is defined as long-term debt plus bank indebtedness less cash. 


(4) Return on opening invested capital is defined as EBIT divided by invested capital, which is defined as the sum of total debt, 
minority interest, net future income tax liability, shareholders' equity, accumulated goodwill amortization, accumulated after-tax 
restructuring expenses, less long-term income tax receivable. 
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The year 2004 was challenging for all North American packaging companies, such as Winpak, that are heavily 
reliant upon petrochemical-based products. Raw material prices soared to unprecedented levels in 2004 and 
Winpak was forced to expend excessive effort attempting to pass on the added costs to a reluctant network of 
customers. Fortunately, a diversified portfolio of product offerings and proprietary manufacturing technology 
allowed Winpak to weather the storm and, in the process, the Company was successful in augmenting overall 
sales by 8.8 percent beyond the previous year. This achievement was well within Winpak’s growth target of 
between 6 and 9 percent. 


Winpak’s lidding and rigid container business experienced a stellar year due, in part, to the fact that die-cut lids 
are only partially dependent upon petrochemical-based materials and the majority of selling prices for rigid 
containers are indexed to resin costs. In contrast, materials used in the Company’s flexible packaging business, 
including specialty and biaxially-oriented nylon films and modified atmosphere packaging products, are largely 
dependent on the petrochemical industry. Only a small portion of this business enjoys the convenience of 
indexed pricing. Sales in these categories, though up moderately, fell short of expectations. The packaging 
machine arm of the Company logged an excellent year, recording a near all-time high in sales. 


Winpak was further tested when dealing with the ongoing appreciation of the Canadian currency, given that 32 
percent of the Company’s costs originate in Canadian dollars, while only 22 percent of sales receipts are in that 
currency. This situation and the alarming increase in resin prices were the main contributing factors to a decline 
in Winpak’s net earnings in 2004 of $0.56 per share, or 12.3 percent, from the prior year. Nevertheless, in view of 
prevailing industry circumstances, the year 2004 was promising for Winpak. In addition to coping with the 
uncontrollable obstacles of rising raw material prices and volatile foreign exchange rates, the Corporation 
remained true to its commitment to innovative new product development and product range enhancement. 


In 2004, Winpak invested $44.8 million in capital projects that will advance the Company’s organic growth. In the 
fourth quarter of 2004 alone: a second biaxially-oriented nylon film line commenced production, a 140,000 square 
foot expansion to the Winnipeg modified atmosphere packaging plant was completed, a new generation of liquid 
packaging machines was introduced to the market, and a major high-barrier polypropylene sheet line was 
purchased. Of particular note, and as announced in the fourth quarter, Winpak intends to manufacture high- 
barrier shrink-bags under a license agreement employing patented technology developed by Asahi Life and 
Living, a major Japanese chemical company. This technology will afford Winpak the opportunity to expand its 
product base in the meat and cheese market. Sales of shrink-bags in North America are estimated at US$850 
million. 


Coupled with the shrink-bag venture, and in line with the Company’s goal to be a “one-stop shop” for packaging 
materials employed by the meat industry, Winpak acquired machinery to manufacture specialized, high-barrier 
rigid trays for case-ready meat. This product line will further complement Winpak’s proprietary technology of co- 
extruded, high-barrier polypropylene sheet designed to produce, among other products, trays for the home meal 
replacement market. The manufacture of these products will be amalgamated into one of Winpak’s existing rigid 
container facilities. 


Looking forward to 2005, Winpak anticipates that pressures on raw material prices will subside somewhat and, 
thereby, permit margins to stabilize. As always, the Company will continue to pursue opportunities to reduce 
costs, consolidate operations and focus on core competencies, such as the production of sophisticated high- 
barrier packaging materials for the food and medical industries. Major capital projects will ensure that the 
Company remains in the forefront of technology. Winpak will persist in seeking out potential acquisitions that 
allow the expansion of product range and geographic markets. Winpak is confident in its ability to grow the 
business, both in sales and profitability. 


B.J. Berry 
President and Chief Executive Officer 


Winnipeg, Canada 
February 16, 2005 
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Certain statements made in the following Management's Discussion and Analysis contain forward-looking statements including, 
but not limited to, statements concerning possible or assumed future results of operations of the Company. Forward-looking 
statements represent the Company’s intentions, plans, expectations and beliefs, and are not guarantees of future performance. 
Such forward-looking statements represent our current views based on information as at the date of this report. They involve risks, 
uncertainties and assumptions and the Company’s actual results could differ, which in some cases may be material, from those 
anticipated in these forward-looking statements. Unless otherwise required by applicable securities law, we disclaim any intention 
or obligation to publicly update or revise this information, whether as a result of new information, future events or otherwise. The 
Company cautions investors not to place undue reliance upon forward-looking statements. 


The following discussion and analysis dated January 28, 2005 was prepared by management and should be read 
in conjunction with the consolidated financial statements prepared in accordance with Canadian GAAP. Winpak 
adopted the U.S. dollar as the reporting currency on January 1, 2004 and for financial statement reporting 
purposes, decided to effect the change as of January 1, 1999. Accordingly, the following discussion and analysis 
is presented in U.S. dollars except where noted otherwise. The consolidated financial statements include the 
accounts of all subsidiaries. With the exception of American Biaxis Inc., all of the Company’s Canadian legal 
entities, including the parent company, operate with the Canadian dollar as the functional currency. 


Summary of Financial Results Millions of U.S. dollars, except per share amounts 
2004 2003 2002 
Net earnings 26.0 PAS) Gf 21.9 
Earnings from operations 44.0 50.1 48.1 
Sales 395.1 S65:5 312.4 
Gross profit margin 28.4% 29.6% 33.3% 
Net earnings per share 4.01 4.57 4.29 
Dividends declared per common share (Canadian dollars) 0.60 0.60 0.50 
Total assets 367.6 307.8 261.9 
Total debt (Long-term debt less cash) 47.3 52.2 54.4 


Summary of Performance 
Net earnings in 2004 declined from the prior year by 56 cents per share, or 12.3 percent, on sales that grew 8.8 
percent to $395.1 million. The decline encompassed 41 cents per share attributable to foreign exchange and 15 
cents to business performance. 


Foreign exchange comprised: 47 cents per share due to lower translation differences (defined on page 3 and 
disclosed in Note 5) recognized in 2004, 13 cents consequent to the conversion of transactions from the stronger 
Canadian dollar into the U.S. dollar, partially offset by a gain of 19 cents per share arising from foreign exchange 
differences on inventory. 


Business performance, excluding foreign exchange, was most significantly impacted by increased raw material 
costs. This was the primary driver of the contraction in gross profit margins that triggered a decline in net 
earnings of 50 cents per share. Additional net earnings of 25 cents per share were contributed through volume 
sales growth of 6.1 percent. The remaining supplement to net earnings of 10 cents per share included the lower 
amount of net earnings credited to a minority shareholder and lower effective tax rates, partly offset by higher 
expenses. 


Total sales, excluding exchange, increased 6.7 percent. Sales of rigid and lidding products, comprising 
approximately 42 percent of total sales, improved 8.5 percent. Machinery sales, now approximately 4 percent of 
Winpak’s revenues, accelerated by 16.2 percent. Sales of flexible packaging products grew 4.6 percent, although 
the gross profit margin contraction and a spike in pre-production expenses related to these products adversely 
impacted the Company’s year-on-year net earnings. 


The Company generated healthy cash flows and is in a strong financial position with adequate capital resources. 


Zz 
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Five-year Summary 

The following table presents the earnings statements for the last five years restated to conform to the current 
year’s presentation and reconciled where appropriate to the report issued for the year concerned. 

(millions of US dollars, except per share amounts) 


2004 2003 2002 2001 2000 
Sales 395.1 100.0% 363.3 100.0% 312.4 100.0% 293.9 100.0% 286.0 100.0% 
Cost of sales 283.0 71.6% 255.7 70.4% 208.4 66.7% 202.6 68.9% 202.8 70.9% 
Gross profit 112.1 28.4% 107.6 29.6% 104.0 33.3% 91.3 31.1% 83.2 29.1% 
Expenses 
SG&A 58.5 14.8% 54.1 14.9% 49.6 15.9% 50.0 17.0% 46.8 16.4% 
Translation differences ' (0.9) 0.2% (4.8)  -1.3% (0.2) 0.1% 1.4 0.5% 04 0.2% 
Research and technical 9.0 2.3% 0.6) 21% D.Saen os 6.1 2.1% 6.1 = 2.1% 
Pre-production ARS 0.4% 0.6 0.1% 0.6 0.2% 1.7 06% 0.1 0.0% 
Restructuring 0.0 0.0% 0.0 0.0% 0.0 0.0% 0.0 0.0% (0.8)  -0.3% 
Earnings from operations 44.0 11.1% 50.1 13.8% 48.1 15.4% 32.1 10.9% 30.6 10.7% 
Interest 2.6 0.6% 208 Ons So mc 43 1.4% Sion, wae 
Provision for income taxes 14.5 3.7% 16.2 44% 15.6 5.0% 10.1 34% 90 3.2% 
Minority interest 0.9 0.2% 17 0.5% 13 04% 0.8 0.3% (0.2) 0.1% 
Net earnings 26.0 6.6% 29.7 8.2% 27.9 89% 16.9 58% 18.0 63% 
Effective rate of income tax 34.9% 33.9% 34.8% 36.3% 33.6% 
EPS (basic & fully diluted) 4.01 4.57 4.29 2.60 Paesid| 
Earnings from operations 44.0 11.1% 50.1 13.8% 48.1 15.4% 32.1 10.9% 30.6 10.7% 
Depreciation of PP&E 17.0 4.3% 15.4 4.2% 13.3 4.2% 12.4 42% 12.4 43% 
Amortization of intangibles 2.0 0.5% 2.1 0.6% 0.8 0.3% Vi ommmkOW% 0.4 0.2% 
EBITDA 63.0 15.9% 67.6 18.6% 62.2 19.9% 44.8 15.2% 43.4 15.2% 
Net earnings (U.S. $) as above 29.7 27.9 16.9 18.0 
Foreign exchange adjustment ° Oa 0.4 (2:2) (0.8) 
Goodwill amortization 3.0 3.0 
Adjusted net earnings (U.S. $) 24.6 2159 16.1 15.8 
Average exchange rate 1.413 (Sr 1.544 1.478 
Net earnings previously reported (Cdn $) 34.8 43.3 24.9 2333 


‘Translation differences: Realized and unrealized foreign exchange differences recognized upon translation of monetary assets and 
liabilities (including long-term debt) and realization of cumulative currency translation adjustments (CCTA). 


* Foreign exchange adjustment: Foreign exchange gain / (loss) on long-term debt and realization of CCTA recognized according to 
to GAAP upon adoption of the U.S. dollar as reporting currency on January 1, 2004 with an effective date as of January 1, 1999. 


‘4 
W MANAGEMENT’S DISCUSSION AND ANALYSIS 


Results of Operations 


Sales 

2004 2003 2002 
($ millions) 
Volume increase 22.2 19.3 13.0 
Acquisition - 19:1 9.2 
Price and mix gains (reductions) 2.5 5.0 (2.6) 
Foreign exchange gain (loss 7.1 “LS et 
Total increase in sales 31.8 50.9 lS 


Consolidated sales in 2004 increased by 8.8 percent, to $395.1 million. This included 6.1 percent greater 
volumes shipped compared to the prior twelve-month period. Price and mix gains mainly reflect the pass-through 
to customers of resin cost increases. The continued appreciation of the Canadian dollar in 2004 compared to the 
Company’s reporting currency, the US dollar, also supplemented sales. 


One of the benefits of the Company’s ongoing strategy to invest in facilities and advanced manufacturing 
technology is the addition of capacity for growth-oriented, profitable product lines. Notable 2004 growth 
successes within rigid and lidding products included die cut lids particularly for desserts and beverages, daisy 
chain lids for butter and margarine, condiment containers and custom thermoformed containers for coffee. A 
growth driver of flexible packaging was biaxially-oriented nylon film. Sales included film imported from a related 
European company in advance of additional capacity afforded with commercialization of a second manufacturing 
line in Winnipeg during the fourth quarter. This new line should be a source of further growth in 2005. Shipments 
of products for modified atmosphere packaging, specialty film applications and traditional converting each 
increased to a modest degree. Capacity constraints brought on by exceptional growth in the modified 
atmosphere packaging plant during 2003 impacted business growth into 2004. By the close of 2004, with 
capacity added during the year, the facility was operating to expected performance standards and is positioned to 
take advantage of future growth opportunities. 


Changes in selling prices and product mix augmented 2004 sales by $2.5 million, including the full-year impact of 
price increases in the latter months of 2003. In 2004, where possible, selling prices were increased to pass 
through continued escalations of raw material costs. Adequate price advances were achieved for rigid containers 
and lidding products. However, prices for flexible packaging products were not increased until late in 2004 and in 
certain cases could not be increased for competitive reasons and consequently, margins contracted. The 
Company anticipates that unless material costs surge unexpectedly, the higher selling prices established in 2004 
and expected during 2005 should be sufficient to improve 2005 margins. 


For the second successive year, the Canadian dollar strengthened significantly against the U.S. dollar. The chart 
below depicts the average exchange rate used to convert financial transactions in each of the past three years. 


Foreign exchange rates 


2004 2003 2002 
Average exchange rate of Cdn dollar to U.S. dollar 1.304 1.413 Aeon Z 
Appreciation (depreciation) of Cdn dollar vs. U.S. 
dollar compared to the prior year tates 10.1% (1.8) % 


The 7.7 percent appreciation of the Canadian dollar in 2004 increased sales by $7.1 million. With each change 
of one Canadian cent in the average exchange rate to the U.S. dollar, Winpak’s sales change by $0.7 million. In 
2004, approximately 22 percent of total sales were made in the Canadian currency. 
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Margins, and earnings from operations 

Earnings from operations, or EBIT, deteriorated by $6.1 million and the EBIT margin to sales weakened by 2.7 
percentage points. Excluding foreign exchange, the EBIT margin declined 1.5 percentage points, while gross 
profit margins retreated 1.4 percentage points due to the increase in cost of sales. These increases were 
comprised primarily of raw material price escalations and secondarily, manufacturing costs that rose 
disproportionately to sales. Total expenses increased 7.3 percent, contributing an EBIT margin decline of 0.1 
percentage points. Higher pre-production expenses alone reduced the EBIT margin by 0.3 percentage points. 


Winpak expends more in Canadian dollars than is received from sales in Canadian dollars. Although natural 
hedging techniques are employed to the extent possible, the Company’s net cash requirement of Canadian 
dollars is funded by selling surplus U.S. dollars, and consequently there is an exposure to fluctuating exchange 
rates. When the Canadian dollar appreciates, the Company’s EBIT margins fall; consequently, the 7.7 percent 
average appreciation of the Canadian dollar in 2004 reduced the margin by 0.5 percentage points compared to 
the prior year. For 2005, the Company has anticipated an appreciation in the Canadian currency from an 
average of 1.304 in 2004 to an average of 1.20 in 2005, which would impact EBIT margins to the same extent as 
occurred in 2004. 


Accelerating raw material costs particularly impacted the fourth quarter and consequently, as a percentage of 
sales in 2004, escalated by 0.5 percentage points, or 1.3 percentage points when excluding the favorable impact 
of foreign exchange. The chart below presents an index of the weighted average unit cost of Winpak’s primary 
raw materials during the last three years. Although indexed costs escalated by 12.7 percent, the average unit 
cost of Winpak’s raw materials used increased by 3.8 percent. Through various cost savings measures such as 
internal synergies and technical advancements of product formulations, together with forward buying and the 
impact of other raw materials that did not increase in price, the Company was able to mitigate the impact of cost 
escalations. Raw material costs are anticipated to rise further in 2005 with the full-year impact of increases 
imposed in the last months of 2004 and expected in the early part of 2005. 


Raw materials Index 


2004 2003 2002 
Index: weighted cost of a basket of Winpak's eight 
principal raw materials, where base year 2001 = 100 117.9 104.6 94.1 
Increase (decrease) in Index compared to prior year 12.7 % 1Ae270 (5.9) % 


Manufacturing costs increased by 11.6 percent, which precipitated a decline of 0.7 percentage points in the gross 
profit margin. Unlike material costs, significant portions of manufacturing costs originate in Canadian dollars and 
4.6 percentage points of the increase, or 0.6 percentage points of the margin decline, was due to foreign 
exchange. The remaining 7.0 percent increase in manufacturing expenditures correlates to disproportionately 
higher manufacturing costs associated with underutilized capacity. However, the Company is positioned to fulfill 
potentially greater volume expansion in 2005. Furthermore, Winpak has embarked on programs designed to 
reduce certain manufacturing costs. 


Selling (including distribution costs), general and administrative (“SG&A”) expenses, excluding translation 
differences, increased by $4.4 million, or 8.1 percent. Like manufacturing costs, a significant proportion of SG&A 
expenses are incurred in Canadian dollars and $1.4 million of the increase reflects the impact of foreign 
exchange. Pension costs for all defined benefit plans increased by $0.5 million. Winpak funded the required 
cash payments for all pension plans and anticipates no difficulty in meeting future funding requirements. Winpak 
has no stock option plans and all employee incentives are paid in cash and expensed as incurred. Incentive 
expenses were relatively unchanged from 2003. SG&A expenses included the amortization of intangibles, which 
remained level with the prior year. Unless a significant acquisition occurs, amortization is expected to increase 
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marginally in 2005 and remain at that level until 2008 at which time these costs should reduce. Other SG&A 
expenses sustained general increases of 4.7 percent, which was less than the volume growth rate. 


MANAGEMENT'S DISCUSSION AND ANALYSIS 


The Company continues to expense. as incurred, all research and technical expenditures. Research costs are 
reduced by governmental tax credits earned. This year, the level of research in relation to the size of the 
Company remained similar to 2003 although tax credits earned were $0.5 million less. 


Winpak records. as incurred, the costs necessary to commercialize major new manufacturing equipment. In 
November 2004 the majority-owned subsidiary. American Biaxis Inc., completed a significant investment in 
additional extrusion equipment designed to manufacture specialized, biaxially-oriented nylon film. Pre-production 
costs incurred through December 31, 2004 to commercialize the equipment amounted to $1.2 million and 
additional testing and resultant costs are projected for early 2005. 


Interest, taxation and minority interest 

Interest in 2004 modestly exceeded the expense incurred in the prior year. During 2004, approximately two-thirds 
of the Company's long-term debt carried fixed interest rates and all long-term debt was denominated in U.S. 
dollars. The small increase in interest expense occurred with the additional floating-rate long-term debt in the 
latter half of 2004 together with higher interest rates on all floating-rate long-term debt. 


The effective rate of income tax increased by 1.0 percentage point due to less impact in 2004 of non-taxable 
foreign exchange gains on long-term debt in Canada partially offset by the greater amount of taxable earnings in 
lower tax-raie jurisdictions. Earnings attributable to the minority shareholder of American Biaxis Inc. decreased 
due to lower net eamings. 


Summary of quarterly results (thousands of U.S. dollars, except per share amounts) 


2004 2003 
Sales Net earnings Sales Net earnings 
Quarer ended Amount Amount Per Share Amount Amount Per Share 
March 31 90.721 4.825 0.74 82,648 7,354 1.13 
June 30 98.779 7.272 5 is 93,939 8,769 1.35 
September 30 97.902 6.429 0.99 88,167 4,399 0.68 
December 31 107.690 Cera b. 1.16 98,522 9,175 1.41 
395.092 26,037 4.01 363.276 29,697 4.57 


Various factors affect timing of the Company’s eamings during the course of a year. Seasonal factors typically 
contribute to stronger sales and net earnings in the second and fourth quarters compared to the first and third 
quarriers. Faciors influencing seasonal trends are the higher demand for certain food products in advance of the 
summer season and the greater number of holidays in the fourth quarter. During the third quarter, sales and 
eamings are typically low due to reduced order levels and plant maintenance shutdowns scheduled to coincide 
with the summer. Sudden and substantial changes in the rate of exchange between the U.S. and Canadian 
dollars from one quarter to another may cause sales and net earnings to vary contrary to the historic trend. 
Similarly, sudden and significant changes in the cost of raw materials used from one quarter to another can be 
expected io increase or decrease net earnings in a manner that does not conform to the normal pattern. 


Certain additional factors affected the comparison of quarterly results during the last two years. An unusual 
occurrence in 2003 was the exceptionally low level of machine sales in the third quarter and the unusually high 
volume of machine sales in the fourth quarter. In the first quarter of 2003, foreign exchange gains and certain 
income tax recoveries afforded an unusual uplift to net earnings. 
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Capital Resources, Cash Flow and Liquidity 


Operating activities 

Cash flow provided by operating activities amounted to $52.5 million, which exceeded the prior year by $19.8 
million. The cash flow included net earnings of $26.0 million, which fell short of the prior year by $3.7 million. 
Non-cash transactions amounting to $23.4 million exceeded the prior year by $3.6 million, which was more than 
accounted for by lower foreign exchange gains on long-term debt. The remaining $3.1 million consisted primarily 
of a $3.0 million reduction of the income tax receivable from Canada Revenue Agency. The Company reduced 
working capital in 2004 by $2.8 million and funded $2.7 million required for pension plans and postretirement 
benefits. _ Lower working capital requirements were driven by increased accounts payable. Liabilities were 
accrued for the purchase of inventory, equipment, and intangibles in connection with the new product line, case- 
ready trays. Additional accounts payable related to the buildup of inventories for special production planning 
purposes and in anticipation of raw material cost escalations. 


Investing activities 

Investments totaling $46.0 million, including intangibles, were $18.4 million more than in 2003. These were 
directed primarily towards improving manufacturing technology and adding capacity. Expenditures to add 
approximately 170,000 square feet to two manufacturing plants totaled $11.1 million. Manufacturing equipment 
added during the year for capacity expansion, with a total cost of $24.8 million, included four extrusion lines and 
conversion equipment such as printing presses, thermoformers, slitters and bag/pouch-making machines. 
Certain new equipment, including technology complementary to the new case-ready trays product line, was not in 
commercial use as at December 31, 2004, but is expected to provide growth in 2005. Expenditures for ongoing 
equipment enhancements were for efficiency improvements, information technology, safety, and protection or 
extension of the life of equipment. A number of packaging machines were built and leased to customers as part 
of a system that combines packaging materials. Investments in equipment enhancements and packaging 
machines totaled $8.9 million. Over the long term, Winpak’s expenditures for equipment enhancements have 
averaged approximately two percent of sales. 


No significant capacity expansions have been approved for 2005 and consequently, expenditures for property, 
plant and equipment should be less than $30 million. These capital expenditures will fund ongoing equipment 
enhancements, provide for minor additions to technology and capacity as well as initiate major new projects that 
will occur beyond 2005. 


Financing activities 

The significant additions to plant and equipment completed by American Biaxis Inc. were funded partly with 
available cash and partly through $5 million of new debt. Since October 15, 2002, the Company has paid a 
quarterly dividend of fifteen cents per share in Canadian funds. Based on the December 31, 2004 closing price of 
CA$103.00 for a Winpak share, the yield of 0.6 percent remains unchanged from a year ago. 


Cash 

During 2004, cash increased by $9.8 million to $11.7 million. The additional cash was provided by operating and 
financing activities, less cash used in investment activities, plus the non-cash impact of foreign exchange 
translation adjustments on cash. The cash balances at the end of the year will be used to fund immediate 
requirements in 2005 and surpluses will be utilized to retire debt in 2005. 


Financial instruments 

The Company regularly monitors interest rates and takes action, when appropriate, by using derivative contracts 
and other financial instruments to minimize the risk associated with interest rate fluctuations. In addition, Winpak 
may employ hedging programs to minimize foreign exchange risks associated with changes in the value of the 
Canadian dollar relative to the U.S. dollar. To the extent possible, the Company maximizes natural currency 
hedging by matching inflows from sales in either currency with outflows of costs and expenses denominated in 
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the same currency. A portion of the remaining exposure to fluctuations in exchange rates may be mitigated with 
forward and option contracts. Despite the methods employed to manage interest rate and foreign currency risk, 
future fluctuations in interest rates and, in particular, exchange rates can be expected to impact net earnings. 


The Company’s policy regarding interest expense is to fix interest rates on between one- and two-thirds of long- 
term debt outstanding. With respect to foreign currency, since July 2004, the Company has adhered to a revised 
Foreign Exchange Policy. Between 50 and 80 percent of the Company’s net requirement of Canadian dollars for 
the ensuing nine to fifteen months will be hedged at all times with forward or zero-cost option contracts. There 
will be no purchases of foreign exchange products for the purpose of speculation and foreign exchange 
transactions will only be conducted with certain approved financial institutions. 


During 2004, approximately two-thirds of long-term debt carried a fixed interest rate and therefore the Company 
had little exposure to fluctuating interest rates. On the other hand, the Company’s financial results are exposed to 
significant fluctuations in foreign exchange rates. While hedging programs may mitigate a portion of remaining 
exposures to short-term fluctuations in foreign currencies, the Company’s financial results over the long term will 
inevitably be affected by significant changes in the value of the Canadian dollar. When reporting in U.S. dollars, 
the Company estimates that each time the exchange rate strengthens or weakens by one Canadian cent against 
the U.S. dollar, net earnings will decrease or increase, respectively, between 1.5 U.S. and 2.0 U.S. cents per 
share. In addition, while the Company’s U.S. dollar monetary liabilities (including long-term debt) in Canada 
continue to exceed U.S. dollar monetary assets in Canada, the same change in the exchange rate should 
generate an immediate foreign exchange translation gain or loss, respectively. 


The Company is not aware of an established derivatives market that mitigates fluctuations in raw material costs. 
Consequently, the Company’s net earnings are impacted by changes in raw material prices. Typically, the 
Company responds to changes in raw material costs by adjusting selling prices, albeit with a time lag. 


During 2004, certain foreign currency forward contracts matured and consequent to the appreciation of the 
Canadian dollar, the Company realized exchange gains of $0.7 million. As at December 31, 2004, foreign 
currency forward contracts totaling US$14.5 million remained outstanding. An interest rate swap contract for $5 
million, entered into in 2000, matures in August 2005. No interest rate swap instruments were entered into 
during 2004. In 2001, the Company completed a debt placement for $30 million, which matures August 2006. 
The purpose of the placement was to secure additional sources of funding for major investments such as 
acquisitions, broaden the borrowing base and fix a portion of interest rates. 


Contractual obligations Payment due, by period 

Total 1 year 2 - 3 years 4-Syears After 5 years 
Long-term debt 59,000 0 30,000 0 . 29,000 
Operating leases 5,832 220 2,190 1,306 Pala 
Purchase obligations 5975 5,975 0 0 0 
Total contractual obligations 70,807 8,100 32,190 1,306 Z2OFZAA 
Resources 


Acquisitions and investments to drive growth can be significant and may require substantial financial resources. 
A range of funding alternatives is available including cash flow provided by operations, additional debt, the 
issuance of equity or a combination thereof. The Company believes that should the need arise, a new issue of 
Winpak stock would be supported by the financial community and at least 50 percent of any new issue would be 
subscribed to by the majority shareholder. The Company is comfortable with the current debt-to-equity ratio and 
should a particularly attractive investment opportunity arise, an increase in the ratio to approximately 100 percent 
would be contemplated. Under the terms of bank credit facilities currently in place, all revolving debt is long term, 
although the Company retains the right to repay, without penalty, amounts of revolving term-debt as deemed 
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appropriate. The Company has determined that current credit facilities of $70 million, including unsecured term- 
debt lines of $32 million and operating lines of $38 million, are adequate. Of the total facility, $41 million was 
unused as at December 31, 2004. The Company believes additional credit can be arranged from banks and 
other major lending institutions as the need arises. Furthermore, the Company has remained well within all debt 
covenants and foresees no change in its ability to meet covenants in 2005. All capital expenditure and working 
capital requirements in 2005 can be financed from cash provided by operating activities and unused credit 
facilities. 


As at December 31, 2004, total debt (interest bearing debt less cash) declined to 21.3 percent of shareholders’ 
equity, compared to 27.6 percent a year earlier. The moderate debt level and an informal investment grade credit 
rating allow the Company to enjoy relatively low interest rates on debt outstanding. Unless an acquisition occurs, 
the Company predicts that after considering capital expenditures planned for 2005, available cash flow will reduce 
total debt as a percentage of shareholders’ equity to approximately 13 percent by December 31, 2005. 


Looking Forward 


In 2005 the Company anticipates a modest improvement in economic conditions in North America. Interest rates 
in the United States are projected to rise although this should have little direct impact on Winpak. Raw material 
prices are again expected to increase, at least in the earlier part of the year. Conditions such as the price of oil 
and natural gas that impact resin and other material prices remain volatile and therefore the Company does not 
present a view of likely trends for raw material prices beyond the first quarter of 2005. With better implementation 
of industry pricing practices relating to recovery of raw material cost escalations, Winpak anticipates that in 2005, 
price increases implemented late 2004 and early 2005 should exceed raw material cost escalations. On January 
1, 2005, the U.S. dollar stood at an exchange rate of 1.20 to the Canadian dollar. Compared to the average rate 
of 1.304 in 2004, an average rate of 1.20 in 2005 would represent a foreign currency appreciation of 7.7 percent, 
precipitating a margin decline in 2005. Ongoing pressure on margins is projected in both Canada and the United 
States due to continued price competition, intensified in Canada with the appreciation of the Canadian dollar. 
With certain projects to add or realign capacity now complete, and the implementation of improved manufacturing 
practices, Winpak anticipates savings in manufacturing costs in 2005. 


Overall, margins in 2005 should improve slightly. The margin decline due to the appreciation of the Canadian 
dollar should be offset by improvements anticipated as cost savings are realized. Unlike the experience in 2004, 
selling price gains in 2005 are expected to exceed raw material cost increases. With a number of new business 
opportunities in sight, Winpak expects more than six percent organic growth in 2005. Taking all factors into 
account and assuming no material unforeseen circumstances, net earnings in 2005 are anticipated to advance in 
concert with the Company’s long-term target growth-rate of between 9 and 15 percent. 


Capital expenditures in 2005 are anticipated to approach $30 million and reflect the Company’s continued 
confidence that net earnings will grow organically through strategic investments. Emphasis continues to be given 
to the many opportunities for investment that focus on margin improvement and net earnings enhancement. In 
addition, should an acquisition target that meets the investment criteria of the Board of Directors be 
consummated, the aforementioned growth expectations would be revised. 
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Critical Accounting Estimates 


The Company believes the following accounting estimates are critical to determining and understanding the 
operating results and the financial position of the Company. 


Allowance for doubtful accounts. The Company estimates allowances for potential losses resulting from the 
inability of customers to make required payments of accounts receivable. Additional allowances may be required 
if the financial condition of any customer deteriorates. 


Allowance for inventory obsolescence. The Company estimates allowances for potential losses resulting from 
inventory becoming obsolete and that cannot be processed and/or sold to customers. Additional allowances may 
be required if the physical condition of inventory deteriorates or customer requirements change. 


Impairment of long-lived assets. On an ongoing basis, the Company estimates the useful life of long-lived assets 
such as plant, equipment and intangible assets. The net carrying value of these assets is determined by 
providing depreciation and amortization based on the estimated useful life of each asset. The Company 
periodically reviews these assets for impairment whenever certain events or changes in circumstances indicate 
that the net carrying value may not be recoverable, based upon undiscounted future net cash flows directly 
associated with the use and possible disposal of the asset. The amount of impairment, if any, is measured by 
deducting the fair value of the asset from its net carrying value and charged to depreciation expense. Goodwill is 
reviewed for possible impairment at least annually. Assumptions and estimates used in the determination of 
possible impairment losses, such as future cash flows, may affect the carrying value of goodwill and require an 
impairment expense. 


Contingencies and litigation. On an ongoing basis, the Company assesses the potential liability regarding any 
lawsuit or claim brought against the Company. In assessing probable losses, the amount of possible insurance 
recoveries will be estimated. The Company accrues a liability when a loss becomes probable and the net amount 
of the loss can reasonably be estimated. Due to the inherent uncertainties relating to the eventual outcome of 
litigation and potential insurance recovery, certain matters could ultimately be resolved for amounts materially 
different to provisions or disclosures previously made by the Company. 


Other 
Additional information relating to the Company is available on SEDAR at www.sedar.com, including the Annual 
Information Form dated February 16, 2005. 
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Management's Report to the Shareholders 


The accompanying consolidated financial statements, management's discussion and analysis (“MD&A”) and other information in the 
Annual Report are the responsibility of management. The financial statements have been prepared by management and include the 
selection of appropriate accounting principles, judgments and estimates necessary to prepare these statements in accordance with 
Canadian generally accepted accounting principles. The MD&A and financial information contained in this Annual Report are consistent 
with the financial statements. 


To provide reasonable assurance that assets are safeguarded and that relevant and reliable financial information is being reported, 
management has developed and maintains a system of internal controls. An integral part of the system is the requirement that employees 
maintain the highest standard of ethics in their activities. Business reviews and internal audits are performed by corporate executives and 
an internal audit team to evaluate internal controls, systems and procedures. 


The Board of Directors, acting through the Audit Committee composed solely of independent directors, is responsible for determining that 
management fulfills its responsibilities in the preparation of financial statements and MD&A, and in the financial control of operations. The 
Audit Committee recommends to the shareholders the appointment of the independent auditors. The Audit Committee meets regularly 
with financial management and the independent auditors to discuss internal controls, auditing matters and financial reporting issues and 
reports its findings to the Board. The Audit Committee reviews the consolidated financial statements, MD&A and material financial 
announcements with management and the external auditors prior to submission to the Board for approval. 


The consolidated financial statements have been audited on behalf of the shareholders by the independent external auditors, 
PricewaterhouseCoopers LLP, whose report follows. 


B.J. Berry M.G. Johnston 

President and Chief Executive Officer Vice President and Chief Financial Officer 
Winnipeg, Canada Winnipeg, Canada 

January 28, 2005 January 28, 2005 


Auditors’ Report to the Shareholders 


We have audited the consolidated balance sheets of Winpak Ltd. as at December 31, 2004 and 2003 and the consolidated statements of 
earnings and retained earnings and cash flows for the years then ended. These financial statements are the responsibility of the 
Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company as at 
December 31, 2004 and 2003 and the results of its operations and its cash flows for the years then ended in accordance with Canadian 
generally accepted accounting principles. 


Chartered Accountants 


Winnipeg, Canada 
January 28, 2005 
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Wd CONSOLIDATED STATEMENTS OF EARNINGS 
AND RETAINED EARNINGS 


Years ended December 31, 2004 and 2003 


(thousands of US dollars, except per share amounts) 


2004 2003 
Sales 395,092 363,276 
Cost of sales 282,979 255,684 
Gross profit 112,113 107,592 
Expenses 
Selling, general & administrative (note 5) 57,636 49,313 
Research and technical 8,958 7,983 
Pre-production 1,496 557 
Earnings from operations 44,023 50,139 
Interest (note 9) 2,630 2,049 
Earnings before income taxes and minority interest 41,393 47,590 
Provision for income taxes (note 10) 14,443 16,150 
Minority interest 913 1,743 
Net earnings 26,037 29,697 
Retained earnings, beginning of year 137,435 110,304 
Net earnings 26,037 29,697 
Dividends declared (2,616) (2,566) 
Retained earnings, end of year 160,856 137,435 
Basic and fully diluted earnings per share 4.01 4.57 
Average number of shares outstanding (000's) 6,500 6,500 


See accompanying notes to consolidated financial statements. 
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December 31, 2004 and 2003 
(thousands of US dollars) 


2004 2003 
Assets 
Current assets: 

Cash 11,654 1,845 

Accounts receivable 51,841 45,259 

Inventories 63,802 55,994 

Prepaid expenses 1,935 ATT 

Future income taxes (note 10) 2,234 2,302 

131,466 107,177 
Property, plant and equipment (note 6) 200,870 162,335 
Other assets (note 7) 5,920 8,695 
Intangible assets (note 8) 13,198 14,075 
Goodwill (note 8) 16,140 15,551 

367,594 307,833 
Liabilities and Shareholders’ Equity 
Current liabilities: 

Accounts payable and accrued liabilities 36,348 PRT ENTK 
Long-term debt (note 9) 59,000 54,000 
Deferred credits 9,669 6,716 
Future income taxes (note 10) 28,704 23,758 
Postretirement benefits (note 11) 894 894 

134,615 109,085 
Minority interest 10,971 10,058 
Shareholders’ equity: 

Share capital (note 12) 29,195 29,195 

Retained earnings 160,856 137,435 

Cumulative currency translation adjustments 31,957 22,060 

222,008 188,690 
367,594 307,833 

See accompanying notes to consolidated financial statements. 
Director 1 a Director 
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Years ended December 31, 2004 and 2003 
(thousands of US dollars) 


Cash provided by (used in): 


Operating activities: 

Net earnings 

Items not involving cash: 
Depreciation 
Amortization - intangible assets 
Pension plan and postretirement benefits 
Future income taxes 
Foreign exchange gain on long-term debt 
Minority interest 
Other 


Cash flow from operating activities before change in working capital 


Change in working capital: 
Accounts receivable 
Inventories 
Prepaid expenses 
Accounts payable and accrued liabilities 


Pension plan and postretirement benefits payments 
Income tax receivable 


Investing activities: 
Acquisition of property, plant and equipment 
Acquisition of intangible assets 


Financing activities: 
Proceeds from long-term debt 
Repayments of long-term debt 
Dividends paid 


Foreign exchange translation adjustment on cash 
Change in cash 

Cash, beginning of year 

Cash, end of year 


Supplemental disclosure of cash flow information: 


Cash paid during the year for: 
Interest expense 
Income tax expense 


See accompanying notes to consolidated financial statements. 
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2004 


26,037 


16,965 
2,044 
1,979 
3,650 

(2,301) 

913 
78 
49,365 


(1,241) 
(5,236) 

(46) 
9,357 


(2,679) 
3,029 
52,549 


(44,785) 
(1,171) 
(45,956) 


5,000 


(2,979) 
2,021 


1,195 
9,809 
1,845 
11,654 


2,982 
6,561 


2003 


29,697 


15,411 
2,041 
1,425 
4,728 

(6,128) 
1,743 

571 

49,488 


(184) 
(5,621) 
279 
(9,456) 


(1,821) 


32,685 


(27,548) 


(27,548) 


(2,000) 
(2,724) 
(4,724) 


~ (204) 
209 
1,636 
1,845 


2,948 
17,207 
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(thousands of U.S. dollars, unless otherwise indicated) 
General: 


Winpak Ltd. is incorporated under the Canada Business Corporations Act. The Company manufactures and distributes high-quality 
packaging materials and innovative packaging machines that are sold in combination with packaging materials. The Company’s 
products are used primarily for the protection of perishable foods, beverages, pharmaceuticals and in medical applications. 


1. Basis of presentation: 


The consolidated financial statements are expressed in U.S. dollars and prepared in accordance with Canadian generally accepted 
accounting principles (GAAP). 


Reporting currency 

On January 1, 2004, the Company adopted the U.S. dollar as its reporting currency. More than three-quarters of the Company’s 
business is conducted in U.S. dollars and therefore the change in reporting currency to U.S. dollars will increase transparency by 
significantly reducing volatility of reported results due to fluctuations in the rate of exchange between the U.S. and Canadian 
currencies. The Company decided, for financial statement reporting purposes, to effect the change to U.S. dollar reporting as of 
January 1, 1999. In accordance with GAAP, all opening assets, liabilities and shareholders’ equity were translated into U.S. dollars 
using the exchange rate in effect on that date. 


For periods subsequent to January 1, 1999, assets and liabilities of self-sustaining subsidiaries denominated in Canadian dollars are 
translated into U.S. dollars at the period-end exchange rate. Sales, costs and expenses are translated at the average exchange rate 
for the period. Unrealized gains or losses on the net investment in self-sustaining subsidiaries are deferred and included in 
cumulative currency translation adjustments in shareholders’ equity. 


Consequent to the change in reporting currency, the net assets of self-sustaining subsidiaries denominated in U.S. dollars no longer 
qualify as a hedge against the U.S. dollar long-term debt held in Canada. Accordingly, foreign exchange adjustments arising on 
translation of this long-term debt are included in net earnings. 


2. Significant accounting policies: 


(a) Principles of consolidation: 
The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries as well as the 
majority-owned American Biaxis Inc. All inter-company balances and transactions have been eliminated. 


(b) Revenue recognition: 
Sales are recognized when the risks and rewards of ownership have transferred to the customer, which is generally considered to 
have occurred as products are shipped. 


(c) Inventories: 
Inventories are stated at the lower of cost (first-in, first-out method) and net realizable value. 


(d) Property, plant and equipment: 
Property, plant and equipment are recorded at cost. Depreciation is computed using the straight-line method over the estimated 
useful lives of the assets, commencing the date the assets are transferred into commercial production, as follows: 


Buildings 20 - 40 years Equipment 4-15 years Filling machines 3-5 years 

Property, plant and equipment are reviewed for impairment when certain events or changes in circumstances indicate that the net 
carrying value may not be recoverable, based upon undiscounted future net cash flows directly associated with the use and 
possible disposal of the asset. The amount of the impairment, if any, is measured by deducting the fair value of the asset from its 
net carrying value and charged to depreciation expense. 


(e) Pre-production costs: 
Pre-production costs relating to major new equipment projects are expensed in the period in which the costs are incurred. 


15 


‘4 
W NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(f) Goodwill: 


The excess cost of acquisitions over the underlying value of the net assets, including intangible assets, at the date of acquisition is 
recorded as goodwill. Goodwill is subject to annual impairment tests and will be written down from carrying value to fair value if a 
decline in value is considered to have occurred based upon expected discounted cash flows of the respective subsidiary. 


(g) Intangible assets: 


Intangible assets are recorded at the discounted value of future cash flows of the assets at the date of acquisition. Amortization is 
provided for all intangible assets using the straight-line method over the estimated useful lives of the assets as follows: 


Patents 8-17 years 
Customer related 10 years 
Marketing related 5-10 years 


The carrying value of intangible assets is reviewed periodically for impairment based upon expected discounted cash flows over 
the remaining useful lives of the intangible assets. Intangible assets will be written down to their fair value by a charge to 
amortization expense if a decline in carrying value is identified. 


(h) Research and technical costs: 


) 


Research and technical costs are expensed in the period in which the costs are incurred. Related tax credits are recorded to 
reduce these costs when it is determined there is reasonable assurance the tax claims will be realized. 


Deferred credits: 
Investment tax credits for plant and equipment are amortized on a straight-line basis over the useful life of the related asset. 


Employee benefit plans: 

The Company maintains six funded non-contributory defined benefit pension plans in Canada and the U.S. and one funded non- 
contributory supplementary income defined benefit plan for certain Canadian-based executives. A market discount rate is used to 
measure the benefit obligations. The expected return on pension plan assets is calculated on the fair value of the assets as of the 
year-end date. The cost of these non-contributory defined benefit pension plans is actuarially determined using the projected 
benefits method prorated on years of employee service, final average salary levels during specified years of employment, 
retirement ages of employees and other actuarial factors, together with the expected rate of return on pension plan assets. 
Current service costs and interest costs on the benefit obligation are charged to earnings as they accrue. Past service costs, plan 
amendments, changes in assumptions, the net transitional asset amount and the cumulative unrecognized net actuarial gains and 
losses in excess of 10% of the greater of the benefit obligation or the fair value of plan assets are amortized to earnings on a 
straight-line basis over the expected average remaining service lives (10-20 years) of active plan members. The Company’s 
funding policy is consistent with statutory regulations and amounts funded are deductible for income tax purposes. The 
supplementary income defined benefit plan is funded to the extent of the annual benefit plan cost. 


One of the Company’s subsidiaries maintains one unfunded contributory defined benefit postretirement plan for health care 
benefits for a limited group of U.S. individuals. A market discount rate is used to measure the benefit obligation. The cost of the 
plan is actuarially determined using the per capita claims cost method. Interest costs on the benefit obligation are cnarged to 
earnings as they accrue. Past service costs, plan amendments, changes in assumptions and the cumulative unrecognized net 
actuarial gains and losses are amortized to earnings on a straight-line basis over the expected average future lifetime (11 years) 
of the retirees. Prior to 2004, the Company paid 100% of the premiums. Effective January 1, 2004 retirees pay 50% of premium 
increases. 


The Company maintains six defined contribution pension plans in Canada and the U.S. The pension expense for these plans is 
the annual funding contribution by the Company. 


(k) Income taxes: 


The Company uses the asset and liability method of accounting for income taxes. Future income tax assets and liabilities are 
recognized for the future consequences attributable to differences between the financial statement carrying amounts of existing 
assets and liabilities and their respective tax bases. Future income tax assets and liabilities are measured using the substantively 
enacted income tax rates expected to apply when the asset is realized or the liability is settled. The effect of changes in income 
tax rates is recognized in the period in which the rate-change is considered substantively enacted. When necessary, a valuation 
allowance is recorded to reduce future income tax assets to an amount that is more likely than not to be realized. 
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(I) Foreign currency translation: 


Prior to January 1, 1999 (Note 1), subsidiaries with the U.S. dollar as the functional currency were translated using the current rate 
method under which the assets and liabilities were translated into Canadian dollars at the year-end exchange rate. Sales, costs 
and expenses were translated at the average rate for the year. The unrealized exchange gains or losses on the net investment in 
these subsidiaries were deferred and included in the cumulative currency translation adjustments account in shareholders’ equity. 
Foreign exchange gains or losses arising on the translation of U.S. dollar long-term debt held in Canada that were hedged by the 
net assets of the U.S. dollar functional currency subsidiaries were deferred and included in the cumulative currency translation 
adjustments account in shareholders’ equity. 


Subsequent to January 1, 1999 (Note 1), subsidiaries with the Canadian dollar as the functional currency are translated using the 
current rate method under which the assets and liabilities are translated into U.S. dollars at the year-end exchange rate. Sales, 
costs and expenses are translated at the average rate for the year. The unrealized exchange gains or losses on the net 
investment in these subsidiaries are deferred and included in the cumulative currency translation adjustments account in 
shareholders’ equity. The net assets of the U.S. dollar functional currency subsidiaries no longer qualify as a hedge against the 
U.S. dollar long-term debt held in Canada. Accordingly, foreign exchange adjustments arising on translation of this long-term debt 
are included in net earnings. 


(m) Financial instruments: 


(n) 


The Company may use certain derivative financial instruments to manage risks of fluctuation in interest rates and foreign 
exchange rates. These instruments are not recognized in the consolidated financial statements upon inception. The Company 
does not engage in the trading of these derivative financial instruments for profit. 


The Company may enter into interest rate swap agreements in order to limit exposure to increases in interest rates and fix interest 
rates on certain portions of long-term debt. The Company applies hedge accounting for the interest rate swap agreements. 
Payments and receipts under interest rate swap agreements are recognized as adjustments to interest expense on long-term debt 
in the same period that the underlying hedged transactions are recognized. The Company may enter into foreign currency 
forward and option (floor and cap) contracts to limit exposure on certain anticipated future U.S. dollar cash flows in Canadian 
dollar functional companies. The Company applies hedge accounting for these foreign currency contracts. Gains and losses on 
U.S. dollar foreign currency exchange contracts are recognized in earnings in the same period that gains and losses on the 
underlying hedged transactions are recognized. The Company formally documents the relationship between the hedging 
instrument and the hedged item, as well as the nature of the specific risk exposure being hedged and the intended term of the 
hedging relationship. The effectiveness of the hedge is assessed at inception and throughout the term of the hedge. 


The Company is exposed to credit risk from its customers primarily in relation to accounts receivable. This risk is minimized by 
the Company’s diverse customer base. The Company regularly performs credit assessments of its customers and provides 
allowances for potentially uncollectable accounts receivable. 


Use of estimates: 

The preparation of financial statements in accordance with GAAP requires management to make estimates including: the 
estimated useful lives of various assets, assumptions that affect the reported amounts of certain assets and liabilities, disclosure 
of contingent assets and liabilities at the date of the financial statements, and the reported amounts of certain sales and expenses 
during the year. Actual results could differ from these estimates. 


3. New accounting pronouncement: 


Hedging relationships: 

Effective January 1, 2004, the Company adopted CICA Accounting Guideline No. 13, “Hedging Relationships”. This guideline 
addresses the identification, designation, documentation, and effectiveness of hedging relationships for the purpose of applying hedge 
accounting. In accordance with the guideline, information regarding the Company's hedging relationships is documented and subject 
to testing on a quarterly basis to demonstrate that they are and will continue to be effective. Any derivative financial instrument that 
does not qualify for hedge accounting is reported on a mark-to-market basis, with adjustments included in net earnings. The adoption 
of this guideline had no impact on the consolidated financial statements. 
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4. Related party transactions: 
The Company had sales of $0 (2003 - $156) and purchases of $2,917 (2003 - $656) with its majority shareholder company. 
Accounts payable include amounts of $1,757 (2003 - $675) with the majority shareholder company. These transactions were 
completed at market values with normal payment terms. 


5. Selling, general & administrative expenses: 


Included within selling, general & administrative expenses are the following amounts: 


2004 2003 
Foreign exchange translation gains (893) (4,768) 
Defined benefit pension plan cost (note 11) 1,350 W2i2 
6. Property, plant and equipment: 
2004 Accumulated 2004 2003 Accumulated 2003 
Cost depreciation Net Cost depreciation Net 
Land 3,605 - 3,605 3,429 - 3,429 
Buildings 59,910 10,503 49,407 42,349 8,814 Sos) 
Equipment 253,851 109,561 144,290 211,463 94 632 116,831 
Filling machines 34,455 30,887 3,568 34,282 29,775 4,507 
Expansion in progress - - - 4,033 - 4,033 
351,821 150,951 200,870 295,556 133,221 162,335 
7. Other assets: 
2004 2003 
Accrued pension asset (note 11) 3,394 2,299 
Income tax credits recoverable 2,526 966 
Income tax receivable (note 16) - 5,430 
5,920 8,695 


One of the Company's subsidiaries has income tax credits recoverable to reduce provincial income taxes payable in the future. These 
income tax credits expire if not utilized by 2006 through 2011 in the amounts of $418, $46, $31, $12, $157 and $1,862 respectively. 


8. Intangible assets and goodwill: 


2004 Accumulated 2004 2003 Accumulated 2003 
Cost amortization Net Cost amortization Net 
Patents 4,013 2,867 1,146 4,013 2 ISByz 1,461 
Customer related 11,115 2,090 9,025 10,721 1,017 9,704 
Marketing related 4,976 1,949 3,027 4,199 1,289 2,910 
Intangible assets 20,104 6,906 13,198 18,933 4,858 14,075 


Goodwill: As at December 31, 2004 and 2003, the impairment tests were performed on remaining goodwill balances and it was 
concluded that no provision for impairment was required. The difference in the carrying value of goodwill year-over-year relates to the 
change in foreign exchange rates. 
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10. 


Long-term debt: 
Committed loan facilities with a Canadian bank available to the Company and a subsidiary consist of: (a) an unsecured $25,000 
(2003 — $45,000) revolving term facility which, at the option of the lender, is extendible annually or if not extended would be converted 
into a seven-year, revolving/reducing term facility for any non-extended portion; and (b) a $7,000 (2003 - $0) revolving term facility, 
secured by a general security agreement on the subsidiary’s assets which, at the option of the lender is extendible annually or if not 
extended would be converted into a two-year, revolving/reducing term facility for any non-extended portion. 
As at December 31, 2004, $24,000 (2003 - $24,000) of the seven-year revolving facility was utilized and $5,000 (2003 - $0) of the 
two-year revolving facility was utilized. The interest rates on the bank long-term debt are floating at the London Inter-Bank Offering 
Rate (LIBOR) plus 0.50% on the unsecured $25,000 facility and LIBOR plus 0.65% on the secured $7,000 facility. At December 31, 
2004, the Company had an interest rate swap agreement of $5,000 (2003 - $5,000) as disclosed in Note 13. 
The Company has a $30,000 (2003 - $30,000) private placement of senior unsecured five-year notes that mature in August 2006 and 
bear a fixed interest rate of 6.56%, payable semi-annually. The notes are redeemable earlier, at the option of the Company, at 
amounts based on the present value of the remaining payments from the date of the redemption to the original date of maturity at 
adjusted market rates of interest. The senior unsecured notes rank pari passu with the above-noted unsecured bank term debt. 
Interest is comprised of the following: 
2004 2003 
Interest on long-term debt 2,737 2,174 
Interest on bank indebtedness 253 189 
Interest income (360) (414) 
2,630 2,049 
The effective average interest rate on all long-term debt, after considering the effect of the interest rate swap agreement, was 4.98% 
(2003 - 5.07%). 
Required repayments of long-term debt for the next five years and thereafter are as follows: 
2005 2006 2007 2008 2009 Thereafter 
- 30,000 - - - 29,000 
Provision for income taxes: 
2004 2003 
Current 10,793 11,422 
Future 3,650 4,728 
Total provision for income taxes 14,443 16,150 
Canadian federal and provincial income tax rate 34.6 % 38.6 % 
Canadian manufacturing and processing deduction - (1.9) 
Combined Canadian tax rates 34.6 36.7 
United States income taxed at higher than combined Canadian tax rates 14 0.2 
Foreign exchange gains - non taxable portion (1.2) (3.2) 
Permanent differences and other 0.4 0.2 
Effective income tax rate 34.9 % 33.9 % 
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Temporary differences that give rise to future income tax assets and liabilities are as follows: 


2004 2003 
Future income tax assets: 

Reserves and accrued liabilities 2,234 2,302 

Future income tax liabilities: 
Plant and equipment 27,334 23,286 
Accrued pension asset 1,279 809 
Long-term debt 1,318 794 
Postretirement benefits (515) (465) 
Intangible assets and goodwill (712) (666) 
28,704 23,158 


Employee benefit plans: 


The Company maintains six funded non-contributory defined benefit pension plans, one funded non-contributory supplementary 
income defined benefit plan for certain Canadian-based executives, one unfunded contributory defined benefit postretirement plan for 
health care benefits for a limited group of U.S. individuals and six defined contribution pension plans. 


Defined benefit plans 

The Company measures the accrued benefit obligations and fair value of assets for the defined benefit pension plans as of December 
31 for accounting purposes. The most recent actuarial valuations for funding purposes for four of the six plans, which represent 
approximately 90% of both the Company’s total accrued benefit obligations and fair value of plan assets, were completed as of 
December 31, 2003 for three of the plans and January 1, 2004 for the fourth plan. The next valuations are required as of December 
31, 2006 for three of the plans and January 1, 2005 for the fourth plan. The most recent actuarial valuations for funding purposes for 
the supplementary income plan and the postretirement plan for health care benefits were dated January 1, 2004 and January 1, 2003 
respectively, and the next required actuarial valuations are three years from the aforementioned dates. 


Total amounts paid by the Company on account of all employee benefit plans, consisting of: funded pension plans, funded 
supplementary income plan, direct payments to beneficiaries for the unfunded postretirement plan and defined contribution plans, 
amounted to $4,356 (2003 - $3,307). 


The following presents the financial position of the Company’s defined benefit pension plans and other postretirement benefits, which 
include the supplementary income plan and the postretirement plan for health care benefits: 


Defined Benefit Other 
Pension Plans Postretirement Benefits 
2004 2003 2004 ~ 2003 

Change in benefit obligation 
Benefit obligation, beginning of year 25,867 20,941 4,220 3,401 
Current service cost 1,407 1,182 174 159 
Interest cost 1,694 1,465 322 278 
Actuarial loss 3,287 316 477 328 
Plan amendment - prior service 654 - 954 (347) 
Benefits paid (790) (682) (122) (63) 
Foreign exchange 1,630 2,645 355 464 
Benefit obligation, end of year 33,749 25,867 6,380 4,220 
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Defined Benefit Other 

Pension Plans Postretirement Benefits 

2004 2003 2004 2003 
Change in plan assets 
Fair value of plan assets, beginning of year 23,233 18,046 1,640 
Actual return on plan assets 1,387 2,889 62 - 
Employer contributions 2,070 657 609 1,164 
Asset transfer - (408) - 408 
Benefits paid (790) (682) (122) (63) 
Foreign exchange 1,582 Zon 185 131 
Fair value of plan assets, end of year 27,482 Zoes 2,374 1,640 
Funded status 
Plan assets less than benefit obligation (6,631) (3,359) (4,006) (2,580) 
Plan assets greater than benefit obligation 364 725 - - 
Net plan assets less than benefit obligation (6,267) (2,634) (4,006) (2,580) 
Unrecognized net transition amount (1,539) (1,623) - - 
Unrecognized prior service cost 705 66 2,158 1,176 
Unamortized actuarial loss 10,495 6,490 954 510 
Accruedasset (liability) 3394 2,209 ~~ (894) ~~ (894) 
Amounts recognized in the consolidated balance sheet 
Accrued asset 4,642 3,384 - - 
Accrued liability (1,248) (1,085) (894) (894) 


Accrued asset (liability) 3,394 2,299 (894) (894) 


Benefit plans with fair value of plan assets less than benefit obligation 


Fair value of plan assets 24,856 9,914 2,374 1,640 
Benefit obligation (31,487) (13,273) (6,380) (4,220) 
Plan assets less than benefit obligation, end of year (6,631) (3,359) (4,006) (2,580) 


Plan assets 


The following represents the weighted average allocation of plan assets as at December 31: 


2004 2003 2004 2003 
Asset category 
Equity securities 61% 61% 30% - 
Debt securities 35% 33% 19% - 
Cash 4% 6% 51% 100% 


Total 100% 100% 100% 100% 


The employee benefit plans do not invest in the shares of the Company. The expected rate of return on the plan assets is based on 
historical and projected rates of return for each asset category measured over a four-year time period. The objective of the asset 
allocation policy is to manage the funded status of the plans at an appropriate level of risk, giving consideration to the security of the 
assets and the potential volatility of market returns. The long-term rate of return is targeted to exceed the return indicated by a 
benchmark portfolio by at least 1% annually. 
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The following presents the net benefit plan cost of the Company's defined benefit pension plans and other postretirement benefits, 
which include the supplementary income plan and postretirement plan for health care benefits: 


Defined Benefit Other 
Pension Plans Postretirement Benefits 

T2004 a 2003 nN 204 Sass 
Net benefit plan cost 
Current service cost 1,407 1,182 174 159 
Interest cost on accrued benefit obligation 1,694 1,465 322 218 
Actual return on plan assets (1,387) (2,889) (62) - 
Actuarial loss on accrued benefit obligation 3,287 316 477 328 
Plan amendment - prior service cost 654 - 954 (347) 
Benefit plans cost before adjustments to recognize the 
long-term nature of benefit plans 5,655 74 1,865 418 
(Shortfall) excess of actual over expected return on plan assets (397) Wadd (5) - 
Deferral of amounts arising during the year: 

Actuarial loss on accrued benefit obligation (3,287) (316) (477) (328) 

Prior service cost (654) - (954) 347 
Amortization of previously deferred amounts: 

Transitional asset (202) (186) - - 

Net actuarial loss 221 312 36 33 

Prior service cost 14 ir 164 (226) 
Adjustments to recognize the long-term nature of benefit plans (4,305) 1,198 (1,236) (174) 
Net benefit plan cost 1,350 L202 629 244 
Significant assumptions 
The following weighted averages were used: 

2004 2003 2004 2003 

Accrued benefit obligations as of December 31: 

Discount rate 5.9% 6.4% 5.9% 6.4% 

Rate of compensation increase 4.2% 4.2% - - 
Net benefit plan cost for the year ended December 31: 

Discount rate 6.4% 6.4% 6.4% ~ 6.4% 

Expected return on plan assets 7.7% 7.8% 3.8% - 

Rate of compensation increase 4.2% 4.2% - - 


The postretirement benefit plan assumed health care cost trend rate is 11.5% with the rate declining to 5% by 2013 and remaining 
consistent thereafter to 2017. A one-percentage point change in the assumed health care cost trend rate would affect the net benefit 
plan cost by approximately $10 and the accrued benefit obligation by $171. 


Defined contribution pension plans 
The Company maintains three defined contribution plans for certain hourly employees in Canada and three savings retirement plans 


(401(k) Plans) for certain employees in the United States. The Company has recorded a total expense of $1,680 (2003 - $1,487) for 
these plans. 
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12. Share capital: 


Authorized: Issued and fully paid: 
Unlimited voting common shares 6,500,000 voting common shares 


The Company has no stock option plans in place. 


13. Financial instruments: 


The Company has entered into an interest rate swap agreement in order to fix interest rates on a portion of long-term debt. The 
interest rate swap agreement entitles the Company to receive interest at floating rates and pay interest at a fixed rate. The swap 
agreement outstanding as at December 31, 2004 was for $5,000 (2003 — $5,000), carried a fixed interest rate of 7.52% (2003 - 
7.52%) and matures in August 2005. The agreement is settled quarterly. 


The Company may use a combination of foreign currency forward and option (floor and cap) contracts to sell certain future cash flows 
of U.S. dollars in exchange for Canadian dollars. The unrealized gains and losses on these contracts are deferred until recognized in 
net earnings on their maturity date as they have been designated as an effective hedge of anticipated future U.S. dollar cash flows in 
Canadian dollar functional companies. At December 31, 2004 the Company had outstanding foreign currency forward contracts to 
sell $14,500 U.S. at an average exchange rate of 1.263 CDN. These foreign exchange forward contracts mature monthly during 
2005. As at December 31, 2004, the unrecognized foreign exchange gain on the forward contracts is $748 U.S. 


Credit risk associated with these derivative financial instruments arises from the possibility that counterparties may default on their 
obligations. The Company minimizes this risk by entering into the agreements and contracts with a major Canadian chartered bank. 
The carrying value of long-term bank debt approximates its fair value. At December 31, 2004, the interest rate swap agreement had 
an unrealized loss of $159 (2003 - $455) representing the fair value of the swap, and the $30,000 senior unsecured notes had a fair 
value of $31,329 (2003 - $32,538). 


14. Segmented information: 


The Company operates in one reportable segment being the manufacture and sale of packaging materials. The Company operates 
principally in Canada and the United States. 


The following summary presents key information by geographic segment: 


United States Canada Other Total 
2004 2003 2004 2003 2004 2003 2004 2003 
Sales 300,105 272,516 82,747 80,751 12,240 10,009 395,092 363,276 
Property, plant and equipment 61,215 54,620 139,655 107,715 - - 200,870 162,335 
Intangible assets 13,198 14,075 - - - - 13,198 14,075 
Goodwill 8,485 8,485 7,655 7,066 - - 16,140 15;551 


15. Commitments and guarantees: 
Commitments: 


The Company has commitments, including irrevocable standby letters of credit, of $5,975 (2003 - $13,202) with respect to equipment 
purchases. 
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The Company rents premises and equipment under operating leases that expire at various dates up to April 2010. The aggregate 
minimum rentals payable for these leases are as follows: 


2005 2006 2007 2008 2009 2010 Total 
2,125 1,166 1,024 667 639 211 5,832 


Guarantees: 


Directors and officers: 

The Company and its subsidiaries have entered into indemnification agreements with their respective directors and officers to 
indemnify them, to the extent permitted by law, against any and all amounts paid in settlement and damages incurred by the directors 
and officers as a result of any lawsuit, or any judicial, administrative or investigative proceeding involving the directors and officers. 
Indemnification claims will be subject to any statutory or other legal limitation period. The Company has purchased directors’ and 
Officers’ liability insurance to mitigate losses from any such claims. 


Leased real property: 

The Company and its subsidiaries enter into operating leases in the ordinary course of business for real property. In certain instances, 
the Company and its subsidiaries have indemnified the landlord from any obligations that may arise from any occurrences of personal 
bodily injury, loss of life and property damages. The Company's property and liability insurance coverage mitigates losses from any 
such claims. 


Pension plan: 

The Company has indemnified the Manitoba Pension Commission from any and all claims that may be made by any beneficiary under 
a certain defined benefit pension plan. The indemnity relates to the transfer of a portion of the surplus in the respective pension plan 
to a non-contributory supplementary income plan. 


Given the nature of the aforementioned indemnification agreements, the Company is unable to reasonably estimate its maximum 
potential liability under these agreements. The Company believes the likelihood of a material payment pursuant to these 
indemnification agreements is remote. No amounts have been recorded in the consolidated financial statements with respect to these 
indemnification agreements. 


16. Contingencies: 


Income tax: 

During 2004, the Competent Authority reached a determination regarding the income tax reassessments from the Canada Revenue 
Agency (CRA) regarding the fiscal years 1992 to 1994. The CRA refunded income taxes plus interest in accordance with the 
Competent Authority determination. Subsequently, the Company filed notices of objection with respect to the interest charges levied 
on the initial reassessments and interest refunded. The Company is awaiting the CRA’s decision. The Internal Revenue Service of 
the United States (IRS) is in the process of refunding income taxes plus interest in accordance with the Competent Authority 
determination. Accordingly, the Company has recorded an accounts receivable amount of $2,788 (2003 - $5,430 - included in Other 
Assets) in the consolidated balance sheet. Management anticipates no adverse impact on net earnings from the Competent Authority 
determination or the outstanding notices of objection. 


Legal matters: 
In the normal course of business activities, the Company is subject to various legal actions. Management contests these actions and 
believes resolution of the actions will not have a material adverse impact on the Company's financial condition. 

17. Comparative amounts: 


Certain comparative amounts have been reclassified to conform to the current year’s presentation. 
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Annual Meeting 
The Annual Meeting of Shareholders will be held on Wednesday, April 27, 2005 at 4:30 p.m. 
at The National Club, 303 Bay Street, Toronto, Canada 


Listing 
Winpak Ltd. shares are listed WPK on the Toronto Stock Exchange 


Transfer Agent 
Computershare Trust Company of Canada 


Annual Information Form 
The most recent version of the Annual Information Form for Winpak Ltd. 
is available by contacting Winpak’s Corporate Office, info@winpak.com 
100 Saulteaux Crescent, Winnipeg, Canada R3J 3T3 


Board of Directors 
Chairman, A. Aarnio-Wihuri (2) (3), Helsinki, Finland; Chairman, Wihuri Oy 
Vice Chairman, M.J. Mustaniemi (1) (2) (3), Helsinki, Finland; President and Chief Executive Officer, Wihuri Oy 
J.R. Lavery, Winnipeg, Canada 
A.E. Lindroos (1) (2), Helsinki, Finland 
E.A. Mercier (1), Toronto, Canada 
J.S. Pollard (1) (3), Winnipeg, Canada; Co-Chief Executive Officer, Pollard Banknote Limited 
E.R. Yarnell (2) (3), Winnipeg, Canada; Lawyer, Fillmore Riley LLP 
(1) Member of the Audit Committee 
(2) Member of the Compensation Committee 
(3) Member of Corporate Governance and Nominating Committee 


Executive Committee 

The Executive Committee, in consultation with the Board of Directors, establishes the objectives and the long- 
term direction of the Company. The Committee meets regularly throughout the year to review progress towards 
achievement of the Company's goals and to implement policies and procedures directed at optimizing 
performance. 


B.J. Berry, President and Chief Executive Officer, Winpak Ltd. 

K.M. Byers, President, Winpak Films Inc. 

B.G. Heiser, President, Winpak Lane, Inc. 

T.D. Herlihy, President, Winpak Portion Packaging, Inc. 

D.A. Johns, President, Winpak Division, a division of Winpak Ltd. 

T.L. Johnson, Vice President and General Manager, Winpak Heat Seal Packaging Inc. 
M.G. Johnston, Vice President and Chief Financial Officer, Winpak Ltd. 

R.L. Lapezynski, President, Winpak Technologies, a division of Winpak Ltd. 

N.L. Rozek, Vice President, Technology, Winpak Ltd. 


Auditors 
PricewaterhouseCoopers LLP, Winnipeg, Canada 


Legal Counsel 
Thompson Dorfman Sweatman LLP, Winnipeg, Canada 
Jones Day, Atlanta, U.S.A. 


Winpak Group 
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